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If new entrants thought dealing with one regional Bell operating company ( 
RBOC) in a territory was bad, imagine competing with two, three or 
even all seven in the same place. 

Bell companies, such as SBC Communications and U S West, are making 
their move into other RBOCs * territories, taking advantage of the 
pro-competitive environment and strategic alliances. 

But will moving out of region to provide local service prove to 
be a strategy worth imitating? 

"There are varying degrees of that ideology," Richard Klugman, a 
telecom analyst at PaineWebber in New York City, told Telco Business 
Report . 

To make their mark in another local market, RBOCs initially will have 
to rely on reselling the incumbent's network. Rates for local resale 
are very dependent on 

the regulators in each state. 

Out -of -region RBOCs are going to have to ask whether the "law is going 
to make it more economical to resell or build out 

right," Klugman added. This is the same fundamental question that any 
entrant -- whether a competitive access provider, cable company or 
alternative local exchange carrier -- must weigh when considering a new 
market . 

Another way into unfamiliar territory is partnerships with providers 
in related industries. 

SBC and U S West are using their assets -- cellular properties or 
cable alliances, respectively -- to make an entrance into the local 
markets . 

SBC, for example, has a strong cellular presence in- the Rochester, 
N.Y., market. In 1994, the RBOC - which has its local operations in 
Texas, Oklahoma, Arkansas, Kansas and Missouri - bought several cellular 
properties between Albany and Buffalo. 

According to the company, SBC has about 8.3 percent market penetration 
in upstate New York. 

In mid-October, the RBOC was approved by the New York Public 
Service Commission as a local landline provider. 

The conquest continues beyond New York. SBC applied for local exchange 
authority in the Chicago metropolitan area. There it plans to build on its 
existing cellular base to create a package of local, cellular and 
eventually long-distance service/ once federal legislation allows 
RBOCs into the long-distance arena. 

SBC also has cellular holdings in Boston, the Washington/Baltimore 
corridor and central Illinois, so it wouldn't be a surprise to see the 
RBOC applying for local exchange certification in these regions as 
well. 

U S West plans to cash in on its cable alliance to become a provider 
in the local loop. 

"We took a look at the marketplace and trends about three years ago 
and concluded we needed to become full-service providers," said Steve 
Lang, director or communications at U S West Multimedia Group. "We saw 
competition coming and determined we could be the competition." 

Since that time, U S West has invested wisely in cable operations for 
future local telephony moves. 



The RBOC/ which serves a 14 -state territory in the northwestern 
U.S., bought a 25 percent stake in Time Warner Communications in 1993 for 
$2.5 billion. 

Through Time Warner, U S West now offers local telephone 
service to a limited number of residential customers in 

Rochester. 

U S West recently filed for authority to offer competitive local 
exchange services through its Georgia cable holdings, which it bought 
in 1994 . 

The RBOC serves more than 520,000 customers under the name 
MediaOne in Atlanta and plans to invest $250 million to upgrade the system 
so telephony can be offered by mid-1996. 

For the other RBOCs -- Ameritech, Bell Atlantic, BellSouth, Nynex and 
Pacific Telesis -- becoming local providers out of territory is not in the 
game plan --at least for now. 

"Our emphasis is on becoming a full service provider in our 
region; we're facing intense competition," said Mike Brand, an Ameritech 
spokesman . 

Several competitors have been authorized in at least three of 
Ameritech' s five states. In addition to competitive providers such as City 
Signal, MFS Communications and Teleport Communications Group, big guns like 
Time Warner, MCI and AT&T are looking to take on Ameritech for local market 
share . 

Toward its goal of becoming a fullserv-ice provider, Ameritech has 
acquired cellular and paging properties throughout its region, and is 
seeking MFJ relief that would allow it to offer long-distance there too. 

Nynex and Bell Atlantic have allied to offer cellular in its region, 
so it is doubtful that either of those companies will be poaching into the 
other's territory as a local competitor. 

"You have to be mindful of the politics," said PaineWebber 1 s Klugman. 
"I can't imagine Bell Atlantic starting to build a competitive network in 
Manhattan. " 

PCS may be the way in which most RBOCs make their initial foray into 
other local territories. 

"Our most aggressive out -of -region plan is with the PCS PrimeCo 
consortium," said Jamie DePeau, a Nynex spokeswoman. Although, she noted, 
the company is exploring out-of -region wireline business alternatives. 

PCS PrimeCo - made up of Airtouch Cellular, Bell Atlantic, Nynex and U 
S West - won 11 licenses in the Federal Communications Commission PCS 
auction. The licenses cover 26 of the nation's major markets. 

Pacific Telesis, though, intends to use its PCS licenses which 
cover all of California, Nevada and part of Arizona -- to strengthen its 
position at home. 

In time -- after federal legislation allows the RBOCs into 
long-distance - the artificial boundaries of RBOC territories will be 
erased. 

"When you offer usage-based services like voice and data, 
minutes know no state boundaries," Bob Barada, vice president of corporate 
strategy and development at Pacific Telesis, told TBR 

As Pacific Telesis begins to send lots of traffic to customers 
outside of California and Nevada, it is likely it will look to offerings in 
other regions . 

"We need to follow our customers," Barada said. "We can do so by 
alliances or resale*" 

Nynex agrees that entering a market to provide just local 
service is just not profitable. 

"The goal [of local resale] is to get customers," DePeau 

said. 

It's similar to the loss leader concept in retail stores, where 
customers are enticed to buy big-ticket items after being drawn in by 
discounts on basic items. 

The RBOCs undoubtedly will use local resale as a means to 
attract customers to its other, more profitable services such 



as PCS, cellular and video telephony. 
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If new entrants thought dealing with one regional Bell operating company ( 
RBOC) in a territory was bad, imagine competing with two, three or 
even all seven in the same place. 

Bell companies, such as SBC Communications and U S West, are making 
their move into other RBOCs * territories, taking advantage of the 
pro-competitive environment and strategic alliances. 

But will moving out of region to provide local service prove to 
be a strategy worth imitating? 

"There are varying degrees of that ideology, " Richard Klugman, a 
telecom analyst at PaineWebber in New York City, told Telco Business 
Report . 

To make their mark in another local market, RBOCs initially will have 
to rely on reselling the incumbent's network. Rates for local resale 
are very dependent on 

the regulators in each state. 

Out -of -region RBOCs are going to have to ask whether the "law is going 
to make it more economical to resell or build out 

right," Klugman added. This is the same fundamental question that any 
entrant -- whether a competitive access provider, cable company or 
alternative local exchange carrier -- must weigh when considering a new 
market . 

Another way into unfamiliar territory is partnerships with providers 
in related industries . 

SBC and U S West are using their assets -- cellular properties or 
cable alliances, respectively to make an entrance into the local 
markets . 

SBC, for example, has a strong cellular presence in the Rochester, 
N.Y., market. In 1994, the RBOC - which has its local operations in 
Texas, Oklahoma, Arkansas, Kansas and Missouri - bought several cellular 
properties between Albany and Buffalo. 

According to the company, SBC has about 8.3 percent market penetration 
in upstate New York. 

In mid-October, the RBOC was approved by the New York Public 
Service Commission as a local landline provider. 

The conquest continues beyond New York. SBC applied for local exchange 
authority in the Chicago metropolitan area. There it plans to build on its 
existing cellular base to create a package of local, cellular and 
eventually long-distance service, once federal legislation allows 
RBOCs into the long-distance arena. 

SBC also has cellular holdings in Boston, the Washington/Baltimore 
corridor and central Illinois, so it wouldn't be a surprise to see the 
RBOC applying for local exchange certification in these regions as 
well . 

U S West plans to cash in on its cable alliance to become a provider 
in the local loop. 

"We took a look at the marketplace and trends about three years ago 
and concluded we needed to become full -service providers , " said Steve 
Lang, director or communications- at U S, West Multimedia Group.. "We saw 
competition coming and determined we could be the competition." 

Since that time, U S West has invested wisely in cable operations for 
future local telephony moves. 
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U.S., bought a 25 percent stake in Time Warner Communications in 1993 for 
$2.5 billion. 

Through Time Warner, U S West now offers local telephone 
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game plan --at least for now. 

"Our emphasis is on becoming a full service provider in our 
region; we're facing intense competition," said Mike Brand, an Ameritech 
spokesman . 

Several competitors have been authorized in at least three of 
Ameritech ! s five states. In addition to competitive providers such as City 
Signal, MFS Communications and Teleport Communications Group, big guns like 
Time Warner, MCI and AT&T are looking to take on Ameritech for local market 
share . 

Toward its goal of becoming a fullserv-ice provider, Ameritech has 
acquired cellular and paging properties throughout its region, and is 
seeking MFJ relief that would allow it to offer long-distance there too. 

Nynex and Bell Atlantic have allied to offer cellular in its region, 
so it is doubtful that either of those companies will be poaching into the 
other's territory as a local competitor. 

"You have to be mindful of the politics," said PaineWebber ' s Klugman. 
"I can't imagine Bell Atlantic starting to build a competitive network in 
Manhattan. " 

PCS may be the way in which most RBOCs make their initial foray into 
other local territories. 

"Our most aggressive out-of -region plan is with the PCS PrimeCo 
consortium," said Jamie DePeau, a Nynex spokeswoman. Although, she noted, 
the company is exploring out-of -region wireline business alternatives. 

PCS PrimeCo - made up of Airtouch Cellular, Bell Atlantic, Nynex and U 
S West - won 11 licenses in the Federal Communications Commission PCS 
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As Pacific Telesis begins to send lots of traffic to customers 
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alliances or resale- " 

Nynex agrees that entering a market to provide just local 
service is just not profitable. 

"The goal [of local resale] is to get customers," DePeau 

said . 

It's similar to the loss leader concept in retail stores, where 
customers are enticed to buy big-t,icket items after being drawn- in by 
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